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SUBJECT: Possible Diversion of Weapons Grade Ruclear 

Materials to Israel by Officials of the Muclear. 
Materials and Equipment Corporation (MUriSC) 


1. . From 19^7 until the Atomic Energy Act of 195^ all 
special nuclear material vras cw'ned b^/ the United States 
Government and with certain exceptions was held by the AEG 
and its cost type contractors operating Government ov/ned sxid/av 
controlled facilities. The Act of 195^ designed to v/iden 

participation in the use of cttomic energy. ETiile the material 
vras still owned by the U.S., it v/as more wlde3.y held by 
Government contractors and by licensees vfno were not Government 
contractors. Legislation in 196 4. made private o’wnership of 
special nuclear material permissible.’ The 1954 Act 3.uthorined 
the /vEC to regulate the use of these materials and to guard 
against loss or diversion. In setting up regulations to 
enforce the control of material, the Commission concluded that- 
the physical protection and accountability controls which 
licensees as prudent businessmen would maintain over special 
nuclear material because of its intrinsic value and their 
■responsibility for its loss or damage and the severe criminal 
penalties provided by AEC’s governing legislation. wou?..d 
adequately protect the national interest from the standpoint 
of unlav.’ful diversion. In 1955 s policy was 'adopted alon.g 
these li.nes by the AEG. In May 1965, the AEG concluded that 
a change toward tighter controls was in order and' the 
Commission amended their regulations on 25 January 19S7<. 

2. In 1957 Dr. Zalman Mordechal Shapiro left Westinghouse 
and established a firm called. Uuclear Materials and Equip:r.snt 
Corporation (M-Ji-EC). in A.pollc, Pennsylvania. Instrumental 
in the financing of the .new fir.m v;as a .Pittsburgh industrialist 
named David L 
of Shaoiro. 
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3* KuMEC. owned and operated a urani^iiu processing facility 
at ApollOj Pennsylvania.’ ■ It first received fcaterial under 
lease arrangement in December 1957 s.nd received its first 
material as an AEG contractoi’ in December 1957,. Prom the 
Start up through 31 December I 966 MUMSC received 213750 kg 
of 0 235 and shipped 19,' 865 kg U 235 reporting losses of about 

2:6"0 ,kg or about 1,2^ of total receipts. Starting about 19^0 •tfi: 

'the - AEG 'began a continuing, but in the opinion of the 
Comptroller General of the United States ineffective, campaign 
to get NU.f'SC to implement adequate control of the material 
int#ts plants T.his matter came to a head in 'Novernber 19^5 
v.'hidn made a detailed survey to determine total . losses 

since start up and to attempt to explain the "unexpectedly" 
high U 235 loss on the V?ANL contract (V/estlnghouse) - ' The ' ' 
survey established the loss from 1957 nntil 31. Qet-ober 19 d 5 
as.;-,' 17,8 kg U 235 . Of this total, -SI. 2: kg> was estiitated -by. the 
survey team to have been' lost through knov.'h loss, flie'chani. sms' 
and the remaining amount of '93-8 :kg was categorized as 
MUP.. MUP is defined as usually the result of uncertainties 
Ih;. itteasurements , unknown losses and undetected errors in 
re'cprds . In 196^, a fl re _ ^occurre d ,. In the vault containing 
nuclear materials at MUI'EC, vriiich -effectively desfroy.ed. records 
of the input and output of ;^m^terlal.- The fire occurred during 
a strike 'when the plah’t~wa3 shut~'-doWh. The AEG report on the 
November 1965 survey presented the view that while it could 
not be stated with certainty that diversion did not take place^ 
t.he survey team found no evidence to support the possibility 
of diversion. The Comiptroiier General "found that Eecause of 
the condition of NUr-EC's records, they were unable to state an 
opinion on the disposition of the MUP but had no reason to 
question the AEG conclusion v/ith regard to diversion. The 
Comptroller had been asked to investigate this situation by 
an alarmed Joint Committee of the Congress on Atomic Energy 
on 7 September 1966. The Comptroller General^s report to 
‘the Congress stated: 'ksotv/ithst ancing extensive revlev^s of 
NUr-EC's operations neither the AEC nor NUiEC have been able 
to identify with a high degree of certainty the specific 
causes of VIANL material loss'." 


^otocopy 

from 


It Fofid Ubcaiy 



- 3 - 


4. During the period August 1958 to October 19^5 ^ NUT'IEC 
shipped sorib 425 kg of U- 235, overseas to various parts of the 
v;orld under so.Tie 28 different contracts. The AEG report 
states the follov;ing: "Quantities in individual shiprtents, 
domestic as v/ell as\ foreign, are not confirmed independently ^ 
by'' the AEC. Such actions have been outside the scope of the 
present AEC system of control of nuclear material. ' Instead, 
re“li'ance has been placed on a technical revievr of the 
shipper's internal controls and independently developed receive 
data. The validity of this approach is of course largely 
dependent on the integrity of the shipper and the receiver,” 
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It is interesting in. this connection 
to quote fRon the AEG investigation of I9S6 vrhen the AEG 
team requested MUMSC production control and process 
engineering records on the UANL and other conti’acts : "All 
effdrts in this direction v, ■■ere negated when it was learned 
that many of the requested records had been inadvertently 
dis^royed by supervisory" personne 1 during a "clean-^up* 

. cahi'tiaign at the time of an employee; strike,, January 1 to 
February 25, 1964 ." (This v;as in addition to the fire 
mentioned in paragraph 3 above.) 
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9* fo the best of our kn6wl.edge, the strike .which, gave 
sdp:ervlsory personnel free run of the facility pinpoints. 
t%e.- •time -at which the material could have been most easily 
diye.rted to Israel and the time at which evidence of such, a 
dil^^rsion could best be covered' up. Given the state of 
ai'ga'lrs at NUMHC from 1957 on, a diversion could 

at-n^y time, but the period January — Feb ruar’r 19#^ certainiy 
tn-eimost suspect. With regard to, the .material itse.lf., .it 
could have been shipped in less than critical lots of say 
twenty pounds per lot. Lead coated or nickel plated, it 
vs'on'ld present no radiation hazard and could have e^^sily’ gone 
by!, d.iplomatic pouch or Israeli merchant ship or evs'n El Al 
Alfeilnes. Transportation of diverted material to Israel 
wo'^uld have been a simple matter. * 
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,10. In September I 969 CIA v;as informed by the FBI that 
Shapiro had been interviev/ed by AEG officials on 14 A.ugust 
1969 .. On the basis of information developed during the 
interview, particularly Shapirois statement that he. had never 
furnished classified information to unauthorized persans , the 
■ AEG has advised that it does not contemplate further action . 
on- this matter. The FBI informed CIA that while they had 
developed information clearly pointing to Shapiro’s pronounced, 
p r o - 1 s r ae 11 sympathies and close contacts vi it h Israeli 
officials 


the FBI believed that further investigation would be unlikely 
to produce any facts leading to conviction and therefore 
wej^e terminating their active investigatio.n. It should- be 
noted that the AEG meeting v/ith Shapiro wa.s not coordinated 
with CIA although the AEG v/as well aware of CIA’s interest in 
the affair. CIA attempts to persuade the FBI to continue the 
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invest J.gation proved fruitless. 


11.- In June 1-9/70 Sha-piro- resigned'.: took 

a p.;psition as Vice •^res;ident for Res-earch ' a nd- He^eldpnient 


with Kawe eki, Bery leS? Gomjf 

%hy in Terple:, Pa. . 
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Snap^iro left Kav/eeki Beryd-Go and took a-:;.pqs;§t^pn. as executive 
as^’sSstant to vrestingh-eu'se,' breddfe;r ■raadfe'pr'.diy^^pra^ 
nanj^^er. 'To quote . M;UG|i&onies;/i-ra-ek.^ /ef "At.: 

Wes-fe^nghouse he’ ll be ■'■giving guida-nce a.nd adviee-nn. the 
Fap;;tl Flux Test 'Facility . prole cl and breeddrs/j ..with special .' 
eon'^cehtration on fuel.” ■:■■•..,...■ 
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